
Appendix 3 (continued)

1989-93 Price Regression Cor RSA Cellular Markets
Left hand Side Variable: Log of Price at 30 MOD < 1

Variable Estimate Standard Error

Intercept 3.524 0.530

Log of Income < 2 -0.068 0.057

Log of Population < 3 0.012 0.012

Regulation 0.124 0.030

Year 89 0.122 0.061

Year 90 0.256 0.031

Year 91 0.170 0.025

Year 92 0.086 0.023

Number of Observations

Standard Error of Regression

R Squared

577

0.218

0.160

Notes: 1> Minimum monthly bill is based on 24 minutes of peak calling and 6 minutes of off-peak calling.
2> Log of per capita personal income. Source: NPA Data Services, Inc., April 1994.
3> Log of population. Source: NPA Data Services, Inc., April 1994.
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Appendix 4

1989-93 Demand Regression for Top 30 Cellular Markets
Left hand Side Variable: Log of Subscribers

Variable Estimate Standard Error

Intercept 0.851 2.528

Log of Price < 1 -0.402 0.155

Log of Income < 2 0.188 0.309

Log of Population < 3 0.949 0.065

Log of Commute Time < 4 0.958 0.363

Regulation -0.161 0.067

Year 89 -1.225 0.092

Year 90 -0.807 0.080

Year 91 -0.552 0.072

Year 92 -0.308 0.071

Number of Observations

Standard Error of Regression

R Squared

196

0.322

0.982

Notes: 1> Minimum monthly bill is bued on 128 minutes of peak calling and 32 minutes of off-peak calling.
2> Log of per capita personal income. Source: NPA Data Services, Inc., April 1994.
3> Log of population. Source: NPA Data Services, Inc., April 1994.
4> Mean commute time from home to work. Source: 1990 U.S. CeJllU8, Tape File 3c.



Appendix 4 (continued)

1989-93 Demand Instnunental Variable Regression for Top 30 Cellular Markets < 1
Left hand Side Variable: Log of Subscribers

Variable Estimate Standard Error

Intercept 1.094 2.531

Log of Price < 2 -0.500 0.172

Log of Income < 3 0.196 0.309

Log of Population <4 0.954 0.065

Log of Commute Time <5 0.965 0.363

Regulation -0.147 0.068

Year 89 -1.209 0.093

Year 90 -0.795 0.080

Year 91 -0.545 0.073

Year 92 -0.304 0.071

Number of Observations

Standard Error of Regression

Hausman Specification Test (x21)

196

0.321

1.73

Notes: 1> InItrumental variablea include average price acrou other Top 30 MSAs, per capita income,
population, commute time, and indicator variables for regulation and yean.

2> Minimum monthly bill is based on 128 minutes of peak calling and 32 minutes of off-peak calling.
3> Loa of per capita personal income. Source: NPA Data Servicea, Inc., April 1994.
4> Loa of population. Source: NPA Data Servicea, Inc., April 1994.
S> Mean commute time from home to work. Source: 1990 U.S. Census, Tape File 3c.
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)
Pe'tit1on of the Connec'ticu't Depart:llent )
ot Publio utility Control to Retain )
Regulatory control of the Rat.. at )
Whole••le Cellular Service Provider. )
in the State ot Connectiout )

----------------)

IUIDAU' or lIDO •• '&QP.,.,Z

STATE OP CONNECTICUT).•
COUNTY OF NEW HAVEN )

88. a Ifew Haven

AR'l'BtJR B. PAQtmTTl, bein9 duly &Vorn, depo.e. and says:

1. I am Manager ot Revenue Assurance for Sprinpich

Cellular L.P. ("Springwich"). I mak. thi. affid.avit in support

of Springwich'. comment. on the August 8, 1994 Petition ot the

State of Connecticut Department of Publio utility Control

(I'Connecticut OPUC") t.o the Federal Co_unioationa Commission,

Which ••ak. to ratain requlatory control of the rat.. of

wholesale cellular service providers in the state of connecticut.

2• I.. r..ponsihle tor, amonq other thinv.,

generat1n9 invoic.. to the re.ellar. and collect1n9 unpaid bill.

for Sprinpich. In that capacity, I wa. re.pon8ible, aloD9 with

Hark Blu_linCJ, tor determining SprinCjlWich '. respon.e to the

failure by Escotel Cellular, Inc. (qEaootel") to .ak. payaenta to

Sprinqwich tor cellUlar .ervic••



3. Sprinqwich'8 connecticut ~ariff provide. that

paymant tor whole••le ceilular service is due trom the re.allera

as ot the da~e of Sprinqwich t • invoica. A thirty-day grace

period is provided durinq which Sprinqwioh charges no intere.t on

the outstanding balance. Conaiatent with our Connec~icut Tariff,

it payment is not received by S~rinqwich within the thirty-day

grace period, or shortly thereafter, interest on all unpaid

balance. accruas fro. the date payment was due. The.e ter1ll8 are

applied to all of sprlnqwich'. re.eller., inclu4inq its

attiliated reseller, SNET Mobility, Inc., doing business under

the trade name Linx.

4. Althouqh Springwich i. willing to cooperate with

resellers as to overdue balance., •• it haa often done in the

past, sprinqwicb, a. with any prudent ca.pany, will not allow

additioaal purchases o! its whole.ale cellular .ervic.. 1~ an

overdue debt. become. ~oo larqe and. circwutanoe. !Delicat.e that a

rea.ller i. not. t.aking the nece••ary .tepa to addre.. the debt. or

i. railine; to pay for current service, thereby incr...inCJ the

debt.

5. Eacotel Cellular, Inc. ("I&cotel") is one ot

sprinqwich'8 reseller.. For a period of ti.. in the late 1980'.,

B.cotel was involved with a consortiua of re.eller. known a. the

Cellular Service Bureau (ResS-).

6. For r_on. unknown to .., Bacotel lett the

consortium in late 1989 or early 1990, and .ince ~at time has

received cellular service on it. own account.
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Tha Nc1;,

7. I understand that in ordar tor Eacotel to

extricate it.elt troll the eBB, it waa required by the eBB to pay

to tha CSB ita portion of the CSB's outstanding debt to

Sprinqwich. Bacotel's portion of the de~t totalled to

approximately $~3!,OOO. Escotel vaa unable to .ati.fy this

obligation to the CSB. spr:1ngwich, however, peZ1litted Bacotel to

execute a nota in the amount ot the outstanc1inq balance. The

note, along with a security Aqree.ent, Standby Aqre_ent, and a

Standard ueC-l ware exeouted ~y Zacotal on Kay 21, 1990, oopi••

ot whiah are attached harato. Eacotel was repre.ented by counsel

throughout this transaction. Tha Security Aqree.ent granted to

springw1Ch ••ecurity tnterest in certain of Escote1'. a.8ets.

8. EIIcot81 olai.. that springwich has aDCJIlCJed in .ome

anticoapetitive practice ~ requiring' it to grant to Sprinqvich

the ••curity interest. Sound business policy, however, dictate.

that a debt ot over ona half million dollars be secured in acaa

way. Moreover, Sprinqwich never r.c;uired that E.cotel finance

ita debt with Sprinqwich rather than a bank or other financial

institution. Springwich entered into tha agore_ent to .s.iat a

ra.ell.~ to .tay in bueine•• , n~ ~o gain .om. i.proper

competitive advantage.
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E.co~.l'. Pailure to Pay
for sprinqw1Ch Whol••al.
C.llUlAr Sarvic. Provided to It.

9, Ev.n att.r rec.ivinq over on. half million dollar.

of cr.dit trom Sprinqwich, ESQotel fail.d to r.aain current an

amounts due ~o Sprinqwich tor wholesale c.llular service

provided. A. ot February 2, 1e93, E.co~.l'. past du. balaao. for

cellular phone Bervioe provid.d after the May 21, 1990 agreement,

by itself, was $651,627.00. OVerall, E.co~.l ow.d springwieb

$914,704.13. Escot.l, however, clatmed inst.ad that it was

.ntitled to a broad range of credit. fro. SprinqviCh for alleg'd

service d.fioiencies.

10. Con••quently, following extensive unsucceaaful

att..pt. by sprinqwich to n.gotiate a r.payment plan, Spr1nqviOh

sent a l.tter to Escot.l, dat.d re~ruary 2, 1993, i~i.tin; that

Escatel remit all amounts ow.d to Sprinqwich on or before Xareb

!S, 1993. The letter also infom.d Baootel that no new lin••

would b. is.ued to ~. company ~y Sprinqwioh becau•• it had

failed t.o adhere to the payment term. of the not.e siCJftad in Kay

of 1990. When paym.nt was not rec.iv.d trom Z.cot.l, sprinCJWiCh

filed suit on Karch 11, 1993, in Conn.cticut Superior Court to

for.clo•• it•••curity int~t and fo~ other relief.

11. Bscot.l then indicatad a willingne•• to ne90tiata

with SprinC)Wich paYJllent of ita arrearage.. contrary t.o Escotel ' •

curr.n~ all.gation., Spr1nqwioh repeatldly .ought to negotiate a

re.olution with Escot.l and did not ••ek to drive it out of

bu.in.... Inst.ad, a new paym.nt SObedul., aiJIed at pr.v.nting

Eacot.l fram fallinq further b.hind in it. payments to



Springwich, was neqotiated by the partie.. At the sa_ tilDa, the

parti.. ware to di.ou.. payment of the arrearag.. ow.d by B.ootel

and Escotel's claias of bil11n9 errors.

12. This plan met with mixed succ.... Oe.pite

con.i.tent reminders fro. sprinqw1ch, E.ootel frequently tailed

to make payments aceo~cUnq to the 8qree4 upon .chedule. Not only

did Escotel rail to pay down the paat due balanoe, Iscot.l tell

even further behind. By February, 1994, B.ootel owed to

SprinqwiOh $1,118,491.88.

13. beotel tail.d to remit .ch.c1uled paYJI.nta at

various time. during 1993 and 1994, and springwich vaa lett with

little choice but to re8~rict the Escotel's acqui.ition of

additional Springwich cellular s.rvice. ThU., when Escotel's

payment. ware not. forthooaing, Springvich would 1i.it. it..

cu.toaera- .ervic.. Usually, thia involved re.~r1ctinq acce•• to

lonq-di.tanoe s.rvic.. since aprlnqwich did not provide the••

service. direotlY, but obtainec1 tb_ froa oth.r provider.. Thi.

step served to minimile Sprinqwich -. exposure to out-of-pocket

le.... ~or long-4i.tance service. r.sold ~ Sprinqwidh and

purchased ):)y E.cotel. The.e service rutrlet1on. are penitted

under sprinqwiah's Taritr.

14. Qenerally, atter .ach re.tr1c:tion of Bacotal'a

cellular service., SOJle payment v•• fortho01ling. However, by

February 22. 1994, ~c.u•• or laootel'a repeated fal1ure to

aClhare t.o its credit arranqUlents with Springw1cb, spriJ1gw1ch

~equir.d that Eacotel enter into a lock-box aqreement to en.ure

~im.lY payments. E8cotel aqre.d to inatitute the lock·bax
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arrangement, bUt failed to direct its austo.ers to deposit funds

into the accoun~, there~y co.pletely fru.trating the intent ot

the lock-box arrangement.

15. Payment pro))1ems continued unabated into April,

1994, when Escotel filed tor protection under Chapter 11 ot the

united States Bankruptcy Code. In the bankruptcy procee4inq,

Isootel raised the same allegations of billinq errors that were

raised before the Connecticu~ DPUC and are 4••cribe4 below. A

Trustee in BankrUptcy was later appointed to operate Escot.l

during the pendency of the proceedings. Notwithstanding the

allegations of improper billing raised by Bacotel, and based at

lea.t in part on the belief of the Trustee that reorqan!zatloft of

~. corporation va. not po••ib1. , the proceeding was oonverted 'to

a liquidation under Chapt~ 7 with the eventual consent ot

Escotel, pursuant to Which Sprinqwicb was allowed to exerci.e its

security intere.t in the collateral. copi.. of the Tr'us-tee's

.uppl_ental report to the Bankruptcy Court and of the order

convertinCJ the oaS8 to a liquidation under Chapter 7 are

attacbed.

Z.cotel'. Diaaqr.eaent With
S~inqwigh'l Billing Practice.

16. Esootel oomplaina that it did not receive proper

oredit fro. Sprinqvich for varioua Mbillin; errore. M The.e

"billinCJ error.- are no~ errors at all, but are Sprinc;vich

billinq prac't1cea .a contained in springv1ch ' • Connecticut Taritt

(a copy of which i. attachecl) ancl approved by the Conneoticut

DPUC. Xsootel was, ot cour.e, avare of the I:tillinq practic•• it



now oomplaina ot, ainc. th.y are plainly di.clo.ed in

springvich'. Tariff and V&re reviewed with bco~.l on nWlerOU8

occasions. I believe that Escotel's alleqationa are simply the

.elf-aerv1nq attempt. by a tailed reseller of c.llular .ervic. to

avoid payment of ita ..jor creditor. No other r •••ll.r ha••ada

such all.qationa either to us or to the Connecticut DPeC.

Spr1nqwich's billinq practioe. are applied equally to all

Sprinqwich resellera, inoludinq Linx.

17. spr1ngwich'. policy with rupect to dropp84 or

fraudulent call. i. clearly set forth in i'ta _llu Guide. The

Guid. provides that in order to r.ceive a credit the re.eller

must 1) oreelit 'the end user, and 2) complet:e and .and to

Springviah a ·Call credit su.ary Report" 14entifyinq the call

and th. rea.on tor seekinq a oredit. The re••ll_ then dedUcts

fr01l ita pa,..nt to SpringwiOh the value or 't!w c.ll. tor which

credit is olaim.d. springvich, of course, raa~. the right to

r.vi~ re.eller.' clai•• tor oredit and to bave an independent

auditor v.rity that all credit. are p••••d on to cellular end

Wlera.

18. 1800tal'. olaims for credit tailed for two .imple

reasons -- !scotel'. cu.to.er. did not oomplain to it about

sprinCJWich .ervioe an4 E.ootel tailed to provide the required

ciocwaentation to .ubstantiate it. 01a1_ for cr.sit. Instead,

B.cotel ai1lPly 80uqht fro. springwicb credit againat it. large

delinquent balance owed to Sprinqw1cb tor ~oad cateqori.. ot

oalls it d....4 to b. detective without any indication ot

ouatoaer 4i••atisfaction. In short, B.cotel saught to .stabli.h
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a blanket call cre4it policy -- a policy sprinqwloh declined to

accept.

1S. Escotel olaiJu that all oellular calla 1.lIting

1... than one minute should be deemed to have been ~e r ••ult ot

poor .ervice and that Esootel should r.ceive a blanket credit

from Springwioh tor all calls lasting one minute or 1es8. There

are, in my experience, many reasona a cellular telephone call

might last less than one ml~ute and, abs.nt notioe from the end

user, Springwich i. unwillinq ~o conclude tha~ each such call is

the result ot poor service (.ee attacheci letter to Hr. Escobar,

dated January 22, 1993).

20. Escotel a180 co.plains that if two calls are

placed to tha .... nUJDJ:)er within two .inute. of one another, the

first oa11 was dropped and that Bacotel 1. entitled to a credit

for the dropped oal1. Again, there are many reasons that a

number may be redialed and, absen~ notice trom the end user,

springwich cannot a.sua. that the tirst call va. dropped. I

explained this to Mr. Escobar, the pre.l4ant ot Bscotal (see

attached letter, dated January 22, 1993). Koraover, Sprinqvich

cannot guarantlla that call. will never be dropped. Rather, the

Sprinqwich Tariff specifioally warns that ·Cellular Service i.

subject to transmis.ion. liD.ita~ions causa4 by aao.pherio,

topographic, and 11ke conditiona, •• wall as by characteristic.

of the callula%' 1I0):)11e radio. 1t bA Part I, Section 2.

21. Esco~.l turther olaims that spzoinploh t • pQlici_

are adaini.t:erQd in a cUser1_inatory faab10n. Thasa claiaa Dave

no mari:t. 'rho .am. credit policy ct••cribed. abova appli•• to all
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sprinqwich reseilerS, in01Udin9 LinK. laco~ell. bald all.;ation

that i,'inx i- not requir.c1 to comply with the Sprinqwich cre4i~

policy is aimply untrue.

Phone Numb,r A4minl.~rat19n

22. I am a180 in charqe of pboDl number admini.tration

tor Springwioh, whicb includall the aativation of new cellular

phone number.. Con~ary to B.cotel'. allegation, Linx doe. not

have preterential phone ac*ivation privilege.. springwich ha.

consistently provided to all re.ellara equal ability ~o ac~ivate

new account.. until quite recently, this required the re.eller

to oa11 a sprinqwioh repre.entative and provide the cellular

telephone'. Electronio Serial mlmber, an authorization cOde, and

the servioe features desired. Sprinqwiah repr..en~a~ive. ware

availa»l. to all r ••eller., inclUding Linx, during the .... houra

ot operation.

23. Over the paat a.veral month., springv1ch haa

tested an autoaated phone aotivation .y.t... Th••y.t.. permita

a re••l1.r to activa~e account. directly. Although the s...

account information is provided to Sprinc;wich, i~ ia now inpu~

c1irectly by the re.eller. 'l'he two largest reaellera, Conneoticut

Telephone and Linx, partioipated in the test. Prior to the la.t

three weeka, the automated activation ayet.. cUd not expand the

hour. available tor activation compared to the standard

activation ayatea.



09/19/94 HON 1~:31 FAX 782 2889 WIGGIN&DANA 141020

24. This weak, Sprinqwich invited all resellers to

participate in the trial of the new automated activation system.

All re.ellers who participate in the trial will be subjeot to the

same rule. and hours of operation.
".

SWorn to be:tore •• this
16th day of September, 1994.
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N'" nciYlIIlI. wnneCtlcUt
HI" ;l J t 1990

N QT E

FOR VALUE RECEIVED. the und.rsigned promises to p~ SNET CELLULAR, INC•• or
order. theprtnctpa' sum of FIVE HUNDRED THIRTY-FIVE THOUSAND AND HO/l00 DOLLARS
($535.000.00). w'th 'nterlst from date at the rate of eleven plrclnt (111) per
annum on thl unpa1d balance. Principal and interest are to bl paid in twenty
(20) equal monthly lnstall••nts~of Twenty-Four Thousand N1ne Hundred ThtrtY-F1ve
Dollars Ind 19/100 ($24,935.19) tach, the first 1nstal1-.nt being payable on H~
1.1990. and the balance of principal and \ntlrt$t is due and p~&b\. 1n thr••
(3) monthly Installments of Forty-Qn. Thousand One Hundred E'ghty-ThrBI Dol1.rs
and SOl100 ($41.183.50) each startIng on January'. 1992 and ending on March "
1992. Each monthly installment shall be allocated first to Interest and the
remainder to principal. The undersigned promises to pay said princ1pal and
1nterest together with any costs, expenses or attorney's fees incurred in the
collection of this Note or the debt thlreby secured.

Upon default in the plyment of any said monthly installment. for I period
of fiftlen (15) days after any shall become due and payable, or upon dlflUlt
tor a period of fifteen (15) days in the performance ot any of the covenants,
agreements or provisions in the Security Agrle~.nt securing this Note or in the
Standby Agreement. then the unpaid balance of this Note shall, at the option of
the holder hereof. become due and payable on demand. Failure to exerc'se any
option by the holder shall not const'tut. a wa'ver of the r'ght to ~xerc'sw the
same-at any other time. .

The unders1gnedshall have the privilege to prepay the principal amount
outstandin~ in whole or in part. Any partial prlpayments shall be appt1ed
against the pr1ne1~al amount outstanding and shall not extend or postpone the
due date of any subsequent monthly instillment or change the amount of such
installments. unless the holder hereof shill otherwise agree in writing.

DEBTOR ACKNOWLEDGES THAT THE TRANSACTION OF WHICH THIS AGREEMENT IS A PART
IS ACOMMERCIAL TRANSACTION. AND HEREBY HAlVES ITS RIGHT TO NOna AND HEARING
UNDER CHAPTER 903a OF THE CONNECTIQJT GENERAL STATUTES t OR AS OTHERWISE ALLOWED
BY THE LAW OF ANY STATE OR FEDERAL LAW WITH RESPECT TO AMY PREJUDGMENT REMEDY
WHICH THE SECURED PARTY OR ITS SUCCESSORS OR ASSIGNS MAY DESIRE TO USE.

Presentment. nottce of dishonor. and protist are hereby vl~yed by.'l
Makers. sureties. guarantors and endorsers hereof. This Not. shall be the joint
and several obligation of all Makers, surettes, guarantors and .ndorsers. and
shall be btnd\ng upon them and the'r heirs. personal representatives. successors
and lSsigns_

ESCOT~LAR. INC.

By ~et £'J..-
Its ?-.t:'Y./.1-

THE PHON~ENSION, INC.

By x[1' /I eta.
- I 7'Its '1_' >, d.

(S9S01/S-90/cjg/plO)

'--""~"-.-"".~" --··:7-.···~:~ ........_ ..- . . .
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SECURITY AGREZMENT, dated chis ~ I ... dly of May, 1990,

between LUIS ESCOBAR, of the Town of Norwalk, County of Fairfield
and State ot CODDecticut, ESCOTEL CELLULAR, INC., and THE PHONE
EXTENSION, INC., boen being corporations organized and existing
under the laws of the State of Connecticut and havlnq an office
and principal place ot business in the Town of Westport, County
of Fairfield and State of Connecticut (said three parties are
collectively referred to herein as -Debtor-), and SNET CELLULAR,
INC., I Connecticut corporation with a principal place of husiness
at 555 Long Wharf Drive, New Haven, Connecticut (·Secured Party·).

WHEREAS, Debtor i. indebted to Secured Party for
telecommunications services rendered to Debtor throuqh April 12,
1990 in the amount of $535,000 (-Amount Due-);

WHEREAS, a substantial portioD of the Amount Due is over
ninety (90) days past due and in or~er to indue. S.cured Party
to forebear from terminating telecommunications services to it,
Debtor and Secure4 Party have entered into a certain Standby
~9r.ement (-Standby Agreement-) of even date herewith;

WHEREAS, as a further inducement to Secured Party to forebear
from terminating telecommunications services to it, Debtor has
19reed to en~er into a Security A;reement with Secured Party.

NOW, THEREFORE, the parties he~eby mutually 8gre. IS .follows:

1. Grant of Security lntetest

The Debtor hereby grants to the Secured Party a security
interest in all of Debtor's 8ccounts~ contract ri9hts~ chattel
piper, documents, and instruments, inclUding, without limitation,
all obligations 'to Dehtor for the payment of money, whether
arising out of Debtor's Ille of goods or rendition of services or
otherwise and all book~, recordS, cust~mer lists, l.dger cards,
computer pro;rams, computer tapes, disks, printouts, and records,
and other property and general intangibles at any time evidencing
or relatin9 to any of the foregoing, now e%isting or hereafter
aequire~ or arising, and all renewals, SUbstitutions and
replacements and additions and e~ceptions thereto, and any
interest now or hereafter arising with respect thereto, and
proceeds and ~roducts of all of the foregoing (-Collateral-).
This grant is ma~e to secure payment and performance of the
"Obligations-. As used in this Agreement, -Obligations: means
all leans, advances, debts, liabilities, invoices, obliglti~ns,

covenants and duties owing by Debtor to Secured Party of every
kin~ and description (whether or not evidenced by any note, draft,
9u eranty of other instrument an~ whether or not for the payment of
money), direct or inairect, absolute or contingent, whether by
tariff or otherwise. ~hether due or to become due, now ezisting

. '-",' _ .•... __...._ .._.. --" ~.__ ." -. -r .
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or"here.ftet arising, whether or. not such Obligations are
contemplated by the parties It the time of the granting of this
security interest, 1nclu~1ng without limitation the full payment
and parfor.mance of the Stln~by A;reement, together with all costs
incurred by the Secured Party to obtain, pre.erve and enforce the
security interest hereby created, collect ana enforce the
Obligations and maintain an~ pr•••rve the Collateral inclUding but
not limited to, reasonable attorneys' f.es, legal expenses and
court costs.

a. To the estent applicable, the Uniform Commercial Code
ef Connecticut shall govern the security interest provided for
herein. In connection therewith, the Debtor shall take such steps
and esecute and deliver such financing statements, assignments and
other papers as the Secured Party may from time to time request.

b. If, by reason of location of the Collateral or
otherwise, the creation~ validity or perfection of the security
interest proviOed for herein in governed by the law of a
jurisdiction othe~ than Connecticut, the Debtor shill take steps
~nQ ezecute an~ Oeliver such papers as the Secured party m.y from
time to time request to comply ~ith such la~.

2 •.. Promise to Pay

The Debtor promises to fully pay ana perfor.m the
Obligations in accordance with their terms.

3. Debtor's Reprosentations. W,rrontics Ina Covenants

The Debtor hereby repr.sents, warr8n~s and covenants to
the Secured Party that:

a. To the eztent thlt the Debtor is a corporation, then
as to such party, the Debtor is a corporation duly or9aD!ze~,

validly esisting and in good standing under the.laws of the state
of its incorporation. The execution, delivery and performance of
this Agreement are within Debtor's corporate powers, have be.n
duly authorized, are not in contravention of law or the terms of
Debtor's charter or bylaws or other incorporation papers or any
agreement or undertaking to which Debtor is a party or by which
Debtor is bound.

b. Allot the Debtor's places of business are loca~ed in
Connecticut.

c, The Debtor is the absolute and un~isputed owne~ of
the Collateral l and there Ire no liens or encumbrances currently
on the Collateral.

d. Oebtor shall not sell~ lease (as lessor), transfer or
otherwise dispose of any of the Collateral, wb.~her now owned or
h.r.a~t.~ aoquired •

. _-, '-·-1 .,. "., '
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e. The Collateral shall includ. customers and their
accounts who take service trom both wbole.al. cellular service
carriers.

f. De~tor will not pledge or otherwise encumber the
Collateral.

4. Eylnts of pefault

Anyone or more of tbe following events shall constitute
an Event of Default hereunder:

I. Debtor shall fail to fully payor perform the
Obligations, and such failure continues ter a period of ten (10)
days without being cured.

b. Debtor shall fail to observe or perform any covenant
or agreement contained in this Agre.ment or 1n any instrument,
document or agreement between Debtor and Secured Party, includlnq
but not limited to • certain Standb,y Agreement of even aat.
herewith, and such failure continue. for a period of thirty (30)
days without being cured.

c. Any warranty, repre.entation or statement made or
furnished to Secured Party by' or OD behalf of Debtor prov•• to
have been false in any material respect when made or furnished.

O. Any levy. seizure, or attachment of any of Debtor'S
property.

e. Dissolution. ter.mlnation"of existenc., insolvency,
or business failure of Debtor.

f. Debtor shall: (1) c.ase, be unable, or aOmit in
writing its inability to pay its debts as they mature, or make
a general assignment for the benefit of, 0: enter into any
composition or other arrangement with cr,dltors:(ii) apply for,
or consent (by admission of material allegations of a petition or
otherwise) to the appointment of a receiver, trustee or liquidator
of Debtor or of a s~bstantial part of its assets, or proceedings
seeking such appointment shall be commenced aglinst Oebtor and
continue undismissed for thirty (30) days; or (iii) apply for, or
consent (by admission of material allegations of a petition or
otherwise) to the application of any bankruptcy, reorganization,
readjustment of debt, insolvency, dissolution, liquidation or
other similar law of any jurisdiction. or proceedings to this end
are instituted against Debtor and temain unstayed and undismissed
for thirty (30) days, or are approved as properly instituted or
result in an-order for relief or other adjudication of bankrupta,y
or insolvency.

s. To Sell or Coll~9t Collateral

Upon the occurrence of any Event of Oefault hereunder,
the OQl1gations shall, It the sole option of the Secured Party,

(5950l/5-90/ejg/p6)
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become immediately eue and payable. without notice to Debtor,
and the Secured Party shall ha.e, in any jurisdiction where
enfo~cement he~eof is sought. i~ a~~ition to any other rights and
remeeie. which the Secured Party may have under law, the following
rights and remedies, all of which may be ezerci.ed with or without
further notice to Debtor: (i) to foreclo.e the lecurity interest
cre.ted under this Agreement b.Y any available jUdicial procedure
or without judicial process; (1i) to sell. assign. lease or
otherwise dispose of the Collateral or any part thereof, either
at public or private .ale or It any broker's board, in lots or
in bUlk, for cash, on credit or otherwis., with or without
representations or warranties, and upon such terms as shall be
Dcceptable to the Secured Party, all at 1ts sole option and as the
Secured Party, in its sale discretion, may Oeem advisable; and the
Secured Party may bid or become p~rchaser at Iny such lale if
public, an~ the Secured party shall have the right, at its option,
to apply or be credited with the amount of all or any part of the
Obligations owing to the Secured party against the purchase price
bid by them at any such sale. The net cash proceeds resulting
from the collection, liquidation, sale or other disposition of the
Collateral shall be applied first to the ezpenses (inclu41ng all
attorneys' f.es) of retakino, holding, storing, processing and

'preparing for sele, selling, collecting, liquidating and the like,
and then to the satisfaction of all Obligations, application as to
the particular Obligations to be in the Secured Party's discretion.

Oebtor shall he liable to the Secured Party and shall pay the
Secured Party on demand any de~ici.ncy which may remain owing to
Secured Party after such sale, disposition, collection or
liquidation of the Collateral, and the Secured Party agrees to
remit to Debtor any surplus remaining from the collection or
liquidation of ~he Collateral after all Obligation. have ~.en paid
in full. Debtor will, at Secured Party's request, make available
to the Se~ured Party all premises and facilities of Debtor for the
purpose of the Secuted Partyls taking po••••sion of the Collateral
or of removing or putting the'Collateral in saleahle form.

To facilitate the e2ercise by the Secured Party of the rigbts
and remedies set forth in this paragraph after the occurrence of
an Event of Default, Debtor hereby constitutes Secured Party or
its agents, or any other person whom Secured Party may designate,
as its attorney-in-fact, at Debtor's own cost and ezpense, to
exercise all or any of the following powers, which being coupled
with an intetest, shall be irrevocable, shall continue until all
Obligations have been paid in· full and shall he in addition to any
other rights and reme~1.s that the Secured Par~y may have: (i) to
remove from any premises where the same may be located, any and
all documents. instruments, files and recoras, and any receptacl••
and cabinets containing the same. relating to the Collaterl1, and
Secure~ Party may, at Debtor's cost an~ e~pense, use its place of
business as may be reasonably necessary to properly administer and
control the Collateral; (ii) endorse as a Debtor's agent any of
its instruments, documents or chattel paper constitutin9 the
Collateral; (iii) to take or bring, in the Secured Party's name
or in the name of OeDtor, all steps, actions. suits or proceedings

(S9501/S-90/cj9/p7)
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deemed by the Secured Party necessary or desirable to effect
collection of money or other solvent credits Debtor may have to
its credit with any institution.

a. Debtor waives presentment, demand, notice, protest,
notice of acceptance and all or other action taken in reliance
hereon and all other ~em.nds and notices of any description. The
Debtor also waives for itself, its successors and assigns, any
claim of offset, defense or counterclaim which Oebtor may have,
known or unknown, to Baid Obligations. The Secured Party shall
have no duty other than as imposed by law as to the collection or
protectien of the Collateral or any income thereon, nor as to the
preservatioD of rights against prior parties, nor as to the
preservation of any rights pertlining thereto beyond the safe
custody thereof. The Secured Party may e%erclse its rights with
respect to the Collateral without resorting or regard to other
COllateral or sources of reimbursement for any of the Obligations.
The Secured Party shall not be deemed to have waived its rights
under any of the Obligations or wit~ regard to the Collateral
unless such waiver is in writing and signed by the Secured Party.

,No delay or omission on the part of the Secured Party in
e%ercising any right shall operate as a waiver or such right or
any other right. A waiver on anyone occasion shall not be
construed as • bar to or waiver of any right OD any future
occasion. The Secured party may revoke any permission or waiver
previously granted to Debtor, such revocation to be effective
whether given orally or in writing. All rights and remedies
of the Secured Party with respect to the Obligations or the
Collateral, whether evideneed hereby or by any other instrumen~

or papers, Shall be cumulative end may be exercised singularly or
concurrently. This waiver is absQlute and for the benefit of the
Secured Party, its successors and assigns, and shall survive the
ezpiration, termination or breach by Debtor of this Agreement.

b. DEBTOR ACKNOWLEDGES THAT THE 'nANSACTION OF WHICH
THIS AGREEMENT IS A PART IS A COMMERCIAL TRANSACTION, AND HEREBY
WAIVES ITS RIGHT TO NOTICE AND HEARING UDDER CHAPTER 903a OF THE
CONNECTICUT GENERAL STATUTES, 02 AS OTHERWISE ALLOWED BY THE LAW
OF ANY STATE OR FEDERAL LAW WITH RESPECT TO ANY PREJUDGMENT REMEDY
WHICH THE SECURED PARTY OR ITS SUCCESSORS OR ASSIGNS MAY DESIRE TO
USE.

7. MiscellaneQus

NO m041fication or amendment hereof shall be effective
unless in writing and signed by the parties hereto. The ri9hts
and privileges of the the Secured Party shall inure to its·
suc~•••o~s an~ assigns. This Agreement shall be binding upon the
Debtor and its successors and assigns. IE ~ny provision of this
Agreement is invalid or unenforceable under applicable law, the
provision is and will be totally ineffective to that extent, but
the remaining provisions hereof will be unaffected.

(59501/S-90/cjg/p8)
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This Ag~.ement has been maa. in the It.t. of Connecticut aad
shall be interpreted aDd con.truea in accordance with the laWB of
such State.

IN WITNESS WHEREOF, the parties hereto have signed this
Agreement a. of the day and year first above written.

DEBTOR
LUIS ESCOBAR (Individually)

~/U:'tlA.

DEBTOR
ESCOTEL CELLULAR, INC.

DEBTOR
THE PHONE EXTENSION, IRC.

By ~.. fie·t.-
Its r~"":;"-)t;.;;.~"';;~"';';"';...Lt_----

(5QS01/S-90/ejg/p9)
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.~ l s-t-AGREEMERT entered into this • ..L day of May, 1990,
by. and betweea SNET CELLULAR, INC. (·Creditor-), I Connecticut
corporation with • principil office located at 555 Long Whlrf
Drive, New Haven, Connecticut, and LUIS ESCOBAR, of the Town ot
Norwalk, Coun~ of Palrfleld and State of Connecticut, ESOOTEL
CELLULAR, IRC., and THE PHONE EXXENSION, INC., both being
corporations organized and existing under the laws of the State
of Connecticut and having an office ana principal place of
business in the ~own of Westport, County of 'airfield and State
of Connecticut (said three parties are collectively referred to
herein as -Debtor-).

WHEREAS, Debtor is indebted to Creditor for
telecommunications service. ren4ered to De~tor through April 12,
1990 (-Reference Oat.·) in the amount of $535,000 (-Amount Due-);

WHEREAS, a substantial portion of the Amount Due 1s over
ninety (90) days past due; an~

WHEREAS, Debtor d~aires, by th!s Aqreement and the promises
herein contain.d,.to induce Creditor to forbear from terminating
·services to it.

NOW, THEJUCFOU, the perties hereby mutually Igre.a. fol10"'.. :

1. In eschBng_ for the forbearance by Lender from
terminatin; telecommunications services to Debtor, for the
continued extension of credit to Debtor IS provided herein and
aqr••ments of Creditor hereunder, Debtor agrees as follows:

a) Debtor acxnowled9~s that the entire Amount Due is aue
and owing to Creditor and a substantial amount of $535,000 is over
90 days past due.

b) The Debtor shill make the following.payments on said
$535,000 as proviOea in the attached Note:

1) The monthly sum ot $2~,93S.19 to Creditor
starting on May 1, 1990 through December 1, 1991; and

2) The monthly IU~ Of $41,lS3.50 to creditor from
January 1, 1992 through and including March 1, 1992.

c) The ~ount ·0£ $87,696.52 has b••n billed to D.~tor

for current services on or about April 18, 1990, and it shall be
paid within 30 days hereof.

d) Oebtor shall proviae to Creditor on or before .
June 30, 1990, a balance sheet an~ statement of income and
retained earnings prepared in accorOance with generally accepted
accountinq principles consistently applied and prepared by a
certified pu~11o aocountant for fiscal year oe 1989 and each
fiscal qU8tter thereafter durinq which this Agreement is in effect.

(59501/S-90/cia/cl)
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e) Debtor agrees to pay for future telecommunications
services rendered to Debtor within 30 days of billing date.

f) Interest shall continue to accrue on the above unpai~

amounts set forth 1n lee) and (e) at the tariff rate until such
amounts a~e paid in full. Said interest shall be aue, payable and
Dil1e~ if the Debtor defaults on this Agr••ment.

q) The Oebtor, The Phone E%tension, Inc., agrees to keep
in force the current Letter of Credit in the amount ot $SO,OOO and
to. iscrease said letter as requirea by Creditor as its number of
customers increase••

.'

h) The Debtor, Luis Escobar and Escotel Cellular, Inc.,
agrees to provide an additional Letter of Credit in the amount of
$85,000 on or before June 15, 1990 and to increase said Letter as
required by Creditor as its number of customers increases.

i) The Debtors, their officers BQ~ directors agree not
to form or use any other entity, including but not limite~ to
partnerships, corporations, sole partnerships or otherwise, in
the con~uct of its cellular service business within ~he state of
Connecticut.

j) The Debtor agrees not to transfer, sell or otherwise
dispose of any o~ its cellular customers without the Creditor's
written consent.

2. a) As a material inducement to Creditor to azecute and
be bound by this Agreement. Deb~or hereby acknowledges that the
Amount Due is justly and contractually ~ue and owin; an~ waives
for itself, its successors and assigns, for.ver and 1rr.vo~ably,

any claim ot ottset, defense or counterciaim wnich Debtor may now
have, known or unknown, to the obligations represented by the
Amount Due. This waiver is absolute .n~ for the benefit of
Creditor. its successors and assigns. and shall survive the
ezpiration. termination or breach by Debtor of this' Aqreement.

b) DEBTOR AOCNOWLEDGES THAT THE· TRANSACTION OF WHICH
THIS AGREEMENT IS A PART IS A COMMERCIAL TRANSACTION, AND HEREBY
WAIVES ITS RIGHT TO NOTICE AND HEARING UNDER CHAPTER 903a OF THE
CONNECTICUT GENERAL STATUTES, OR AS OTHERWISE ALLOWED BY THE LAW
OF ANY STATE OR FEDERAL LAW WITH RESPECT TO ANY PREJUDGMENT REMEDY
WHICH THE CREDITOR OR ITS SUCCESSORS OR ASSIGNS MAY DESIRE TO OSE.

3. The !ollowing shall constitute an -Event of Default­
under this Agreement:

8) failure of Debtor to fulfill any obligation of .
payment which failure continues for a period of ten (10) days
without being cured, or performance which continues for a period
of thirty (30) days without beln; cure~ hereunder; or

(59S01/S-90/cjg/p2)
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b) any material representation or warranty of Debtor
made to Creditor proves to be false or incorrect.

upon default hereundet, ~is Agreement shall terminate
immediately without notice and Creditor 81'1a1'l have all rights and
remedies with regard to Debtor, including but not limited to tbo••
provided for in the Security Agreement between Creditor and Debtor
of even date herewith an4 the right to immediately te~inat.
telecommunications services to Debtor.

4. At the time that Debtor has fUlly performed all of its
obli9at1ons to Creditor hereunder, this Agreement and Note Ihall
terminate, and Creditor may invoke the measures provided for in
the tariff with r.9ar~ to future estenslona of credit to Debtor,
if Creditor alects in its sale discretion to eztend further credit
to Debtor.

IN WITNESS WHEREOF, the parties hereto have siined below on
the day' and date above written.

DESTOR
LUIS ESCOBAR (Individually)

~r<t>~d;..Ln-.

DEBTOR
ESCOTEL CELLULAR, INC.

By ~/I&~
I t:.s---..:..1J1 t' >,..!. }-

DEBTOR
THE PHO~ EXTENSION, INC.

By 'xt0)Ci-
Its rr~ >;."t. t=

(59501/S-90/cjq/p3)
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CREDITOR
S'IlI!:r~LULAR' INC.

By~w~_
It. vice Presideot-FinlDge



EsClOtel Cellular, Inc.
2S Sylvan RoaCl, South
Building K
westport, cor.necticut 06880

SNEr cellular, Inc.
555 Lc:ln9 ~harf Driw
New Haven, connecticut

,

Jual

All of Debtor's acc:::'.lunts, cx::ntraC't rights, chattel paper,
doc:Im"anta, and ins'b:'l.lr8nts, includinq, w:l.thou~ limibltial,
all obligations to DeDtor for ti~ p6YJ11mt. of manly, whether
arising out of Debtor's sale of goods or mndition of
servic:u or other...'ise and all bodes, tee:OX'd$, custal'Ar
lists, ledqer cams, o:nputer prot;relml, a:npJ.~ tapes,
disks, printouts and records, and other pz:operty and general intanqi,;:)les at art'J
t:.:irre evidencing". or :elating to any of the fcnqoinq.

WMICI'4!VU

'So
AP"lledl!

(, I Filing Office, Copv·A1phlb'tlcal
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